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The Financial Needs of Small Manufacturers 
in Pioneer Valley 


ARE THE financial needs of small manufacturers in in- 
dividual New England communities adequately met? 
Are those manufacturers financially able to make their 
maximum contribution to defense production? Will 
unsatisfied capital requirements handicap them in the 
highly competitive market that will follow the present 
defense period? 

These questions are important to the economic future 
of New England and the United States, as well as to the 
people of the communities themselves. Small manufac- 
turers form a vital part of our complex industrial 
economy. They supplement the production of large 
producers and are themselves the seeds of larger enter- 
prises. The prosperity of one area inevitably affects the 
prosperity of all other areas in the nation. 

Special action by the Federal Government during a 
period of emergency can aid in providing capital to 
small producers, but private organizations and estab- 
lished methods remain their principal source of finan- 
cial aid. In peacetime, small business men must look 
almost entirely to private sources for financing. 

This article is a case study of the financial needs of 
small manufacturers and the extent of their fulfill- 
ment in the Pioneer Valley of Massachusetts, one of 
New England’s leading industrial concentrations.' 
Pioneer Valley stretches from north to south across 
western Massachusetts along the Connecticut River. The 
Valley shelters the half million inhabitants of Frank- 
lin, Hampshire, and Hampden counties. Factories line 
the Connecticut River and its tributaries in Massachu- 
setts from Greenfield at the north down through 
Northampton, Holyoke, Chicopee, Springfield, and 
West Springfield to the south. Machine tools, fabricated 
metal products, textiles, paper, abrasives, and a host of 
other manufactured products provide healthy diversi- 
fication for the area. 

The investigation was conducted primarily through 
interviews with officials of small manufacturing enter- 


1The study was conducted by the Industrial Committee of the Pioneer Valley 
Association as part of its continuing analysis of economic conditions in the 
Pioneer Valley. The Association is an area-development organization of 2,000 
members representing a wide variety of economic and professional activities in 
70 communities. The Lincoln and Therese Filene Foundation cooperated in 
directing the project and analyzing its findings. Because of the widespread in- 
terest in this topic throughout New England, the Federal Reserve Bank of 
Boston aided the study and helped to prepare the report for publication. 
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prises during the summer and autumn of 1950. Accord- 
ingly, it was essentially a study of the opinions of small 
manufacturers about their peacetime needs for financial 
assistance and its availability. In addition, however, 
the investigators consulted on the topic with other 
representative businessmen, bankers, and industrialists 
in Pioneer Valley. 

Interviewers received sufficient information for in- 
clusion from 92 independent manufacturers in the area. 
Those companies are located in 18 cities and towns 
throughout Pioneer Valley, as is indicated on an accom- 
panying map. Two thirds of the companies had fewer 
than 25 employees in 1950, and only one had more than 
100 employees. The firms are well diversified in age. 
Nearly one third of them were organized after the end 
of World War II, but an almost equally large number 
have been in business for 25 years or more. Eight of the 
respondents were even established during the nine- 
teenth century. 

The participating manufacturers are representative 





One out of six small manufacturers interviewed 
in Pioneer Valley during 1950 indicated that his 
company had unsatisfied financial requirements. 
The greatest need was for long-term loans and 
new permanent investment for expansion. In 
addition, several concerns without needs of their 
own believe that the Valley needs new sources of 
long-term capital. In all, about one fourth of the 
92 firms covered in the study reported financial 
deficiencies in the area, either for themselves or 
for others. 

Only six companies reported unsatisfied re- 
quirements for short-term loans, and all of them 
had poor financial records. On the other hand, 
more than a third of the manufacturers with 
longer-term capital needs had good financial 
histories. Attitudes toward banks differed greatly, 
even within the same city or town, and reflected 
wide variations in experience with banks and in 
bank policies. 
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of most of the industries in the Valley. Thirty of them 
produce nondurable goods, such as textiles, paper, and 
ink. The other 62 turn out metal products and other 
durable goods. The proportion of durable-goods pro- 
ducers in the sample is somewhat larger than that in 
Pioneer Valley as a whole, but the similarity of opinions 
between the durable-goods and nondurable-goods 
groups was so great on most points that the over-all 
validity of the findings is not appreciably affected by 
the lack of balance in the sample. 


Present Financial Needs 

The interviewers asked each respondent whether his 
company had present needs for original investment, 
long-term loans, or short-term loans that were not being 
met. Sixteen of the 92 companies indicated that they 
had one or more types of unsatisfied capital require- 
ment. Permanent or long-term funds are needed the 
most, on the basis of the sample. Six concerns stated 
that they required but were unable to obtain new 
“original investment” for expansion, and 11 companies 
showed an unsatisfied need for long-term loans. There 
were also six cases of unfulfilled requirements for short- 
term loans among the 16 companies. 

In addition to the companies which declared that 
they were unable to obtain adequate capital, some 
others indicated to the interviewers that they had ex- 
perienced difficulty in raising adequate funds to meet 
their requirements. Some spoke of shopping around 
among the banks for loans. Some had sought out finan- 
cial aid from members of their families or from friends. 
One relied in part on his customers. By one method or 
another, however, 83 per cent of the participating com- 
panies were evidently raising the funds they needed. 

Less than half of the 92 companies in the sample 
relied on institutional financing. Only 41 concerns stated 
that bank loans or mortgages were providing even a 
part of their capital. The banks were used mostly for 
short-term loans, though in a few instances they had 
granted long-term loans. The respondents did not 
mention any other type of financial institution as a 
source of current borrowing. 

The dominant source of funds for all purposes was the 
company itself or its owner. At least 35 firms were 
financing themselves completely, and most of the others 
whose needs were met relied on outside help to only a 
limited extent, whether from the banks or from family 
or friends. 

The limited use of banks by this group of manufac- 
turers in Pioneer Valley has a number of different 
causes. More than half of the 51 concerns without bank 
loans apparently felt that they just did not need out- 
side funds at the time. Several had obtained loans in the 
past and expected that they might again; others had 
never borrowed. Their attitudes toward banks were 
favorable or neutral. This statement is typical of the 
attitude of many manufacturers, “We have done all 
our own financing by ourselves, but I am sure that if we 
should need some money our bank would help us out.” 

Other companies among the 51 were not so favorably 
disposed toward bank borrowing. Five executives stated 
that they had never borrowed and never would. They 
are opposed to borrowing as a matter of principle. One 
respondent said, for example, “I have never borrowed. 
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LOCATION OF 92 MANUFACTURERS INTERVIEWED 
IN PIONEER VALLEY 
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[ would close up shop if I ever had to.” Another 13 con- 
cerns without bank loans expressed unfavorable atti- 
tudes toward the banks as a result of their past ex- 
periences. In general, they feel that “the banks are too 
tough,” “they aren’t willing to help,” “they are too 
cautious,” or “they won't loan enough.” A few concerns 
attribute their present opposition to banks to the re- 
jection of loan applications when the company was 
first organized, even though they no longer need bank 
help. In all, 18 of the 51 companies without bank 
loans expressed some sort of dissatisfaction with 
bank borrowing. 

In contrast to the 35 per cent of firms not currently 
borrowing from the banks that are unfavorably dis- 
posed toward them, only eight (20 per cent) of the 41 
companies with outstanding bank loans expressed 
similar attitudes. They based their feeling primarily 
upon the “toughness” and conservatism of the banks. 
The most frequent complaint was that loans are not 
large enough. 

During the course of each interview, the investigator 
raised a question about the adequacy of long-term 
financing facilities in Pioneer Valley as a whole, quite 
apart from the problems of the individual firm. Twelve 
of the 92 executives indicated by their remarks that 
they believed there was a need for more long-term and 
“expansion” capital in the area. Six of them were 
among the 16 who had reported unsatisfied capital re- 
quirements, but the other six had no needs of their own. 
The proportion in favor of new long-term facilities was 
much smaller in the group without needs, of course, 
only eight per cent in contrast to 38 per cent for the 
companies with needs. 


What Kind of Company Has 
nsatisfied Needs? 


Statements by 17 per cent of the officials of small 
manufacturing concerns interviewed in Pioneer Valley 


L951 





Monthly Review 


FEDERAL RESERVE 


that they have unsatisfied capital requirements, by 28 
per cent that they are unfavorably disposed toward 
banks, and by 13 per cent that they believe their area 
needs some new source of long-term capital require close 
examination. They are minority views, to be sure, but 
they are sufficiently numerous to constitute an obstacle 
of some importance to the economic progress of the 
area if they are valid and if they exist to a greater 
extent in Pioneer Valley than in competing areas. 

Comparable data are not available for other parts of 
the country, but it is possible to make a rough ap- 
praisal of the validity of these opinions for Pioneer 
Valley. Their significance depends in large part upon 
the characteristics of the companies with such views. 
If they have been through financial difficulties in the 
past, are currently unprofitable, and have long records 
of unprofitability, dissatisfaction would be expected. 
But if the companies have never been in financial 
straits and if their profit records are favorable, the com- 
plaints are more significant. 

Information collected during each interview about 
the present and past profitability and past financial 
difficulties of each participating company, in addition 
to facts about their age, size, type of product, city loca- 
tion, and number of years under present management, 
aid in evaluating the collective opinions of the group. 
Although each concern is a highly individualized or- 
ganization, analysis of the opinions by groups under 
each method of classification is revealing. Let us con- 
sider the possible influences, about which information 
is available, upon the attitudes of manufacturers toward 
financial needs and resources in Pioneer Valley. 

1. Present profitability. Eighty-seven of the 92 parti- 
cipants in the study reported on their current profit- 
ability. Seven stated that they were not operating at a 
profit, and the other 80 claimed that they were profit- 
able. Even though the number of concerns in the red 
was small, the pattern of their responses differed signif- 
icantly from that of the larger group. The following 
tabulation presents the contrasting views of the two 
groups on the questions which were discussed above for 
the sample as a whole: 





Present Unfavorable Need for More 
Financial Attitude Long-Term 
Present Needs Toward Capital in 
Profitability Not Met Banks Pioneer Valley 
Profitable 14% 24% 1% 
Not Profitable 57% 43° 29% 





The unprofitable companies claimed relatively greater 
need for long-term loans and short-term loans, in par- 
ticular. They indicated that about as large a proportion 
of them met their needs by bank loans as did the profit- 
able concerns, but their pattern of attitudes toward the 
banks was different. None of them expressed definitely 
favorable feelings, while at least one out of four com- 
panies with profits was pleased with the banks. On the 
other hand, none of the unprofitable companies op- 
posed bank borrowing on principle. 

2. Past profitability. Data on past profitability was 
obtained from 70 participants. Forty-two reported 
profits during all of the past ten years or as many years 
as they had been in business. Another 17 companies 
stated that they had earned profits in three fourths or 
more of the years in the same period. The other 11 re- 
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porters indicated that they had been profitable in fewer 
than three fourths of the years, and two of them had 
made profits in less than one fourth of the years. The 
varying opinions of these groups were parallel to those 
indicated under the classifications of “present  profit- 
ability”: 





Present Unfavorable Need for More 
Financial Attitude Long-Term 
Profit Record Needs Toward Capital in 
Last Ten Years* Not Met Banks Pioneer Valley 
Profitable in 
all years 7% 17% 7% 
Profitable in 
three fourths of 
years but less 
than all 29% 24°; 24°; 
Profitable in 
less than three 
fourths of years 36% 64% 18°% 





*Or since business started if less than ten years old. 


The companies with the poorest profit records made 
no mention of unsatisfied needs for original investment. 
They stressed short-term and long-term loans. Pre- 
occupation with immediate problems evidently re- 
duced their interest in the need for more permanent 
capital in Pioneer Valley. The concerns with uninter- 
rupted profits, on the other hand, did not show any need 
for short-term loans, although three of them stated that 
they required new investment or long-term loans. Those 
three firms also indicated a belief in the need for more 
long-term capital in Pioneer Valley. 

Only three of the 11 firms in the least profitable group 
had bank loans at the time. The attitude of that group 
toward the banks was the least sympathetic, and they 
did not oppose borrowing on principle. In contrast, 
more than half of the small number of regularly profit- 
able companies with negative attitudes toward the 
banks opposed all borrowing as a matter of policy. 

3. Financial difficulty. Analysis of the views of con- 
cerns which have ever been bankrupt, reorganized, or 
otherwise in financial difficulty provides a further in- 
dication of the bearing of a firm’s financial history upon 
this topic. Eighty-eight participants replied to a ques- 
tion about their past financial difficulties, and 20 ad- 
mitted that they had had such problems. Most of the 
troubles had occurred since World War II, though some 
of them dated back to the 1920’s. Here is a summary of 
their opinions, as compared with those of concerns 
which have never had similar difficulties: 





Present Unfavorable Need for More 
Financial Attitude Long-Term 
Needs Not Toward Capital in 
Met Banks Pioneer Valley 
Never in finan- 
cial difficulty 12% 21% 10% 
Ever in finan- 
cial difficulty 40% 50% 25% 





The 20 firms with records of financial difficulty re- 
ported that they were most deficient in short-term and 
long-term loans, while only one of the 68 companies 
which had never been in difficulty reported an unsatis- 
fied need for short-term loans. Nine others had require- 
ments for new investment or long-term loans. The 
patterns of attitudes toward banking institutions also 
paralleled those described under the preceding classifica- 
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tions. The ages of companies ever in distress evidently 
had little effect upon the occurence of financial needs, 
the nature of such needs, the attitudes of the concerns 
toward banks, or their opinions about the need for new 
sources of long-term capital in Pioneer Valley. In most 
instances, of course, the record of distress was closely 
related to poor profits in recent years, but two com- 
panies which had experienced difficulties prior to 1940 
still had not straightened out their financial problems 
by 1950. Furthermore, about half of the 20 firms with 
records of financial difficulty were not included in the 
summary on the basis of past profitability because of 
their failure to answer that question. 

4. Age of company and tenure of management. The 
date of formation was determined for 85 participating 
companies, and the sample yielded a well-scattered age 
distribution (see accompanying table). A comparison of 
the answers of the various age groups indicates, how- 
ever, that there are few significant differences among 
them. The slight deviations from the over-all percent- 
ages for the entire sample can be accounted for in almost 
every instance by variations inherent in the sampling 
process. The only noteworthy exceptions to that gen- 
eralization appear to be the absence of unsatisfied needs 
for new “original investment” by firms more than 25 
years in age and a gradual lessening in the use of bank 
loans as the company age increases. 

Many companies in the sample have had changes in 
management since they were organized. A recasting of 
the responses in terms of length of tenure, however, 
produces almost the same set of answers as the classi- 
fication by company age. Those firms with unchanged 
managements for 25 years or more report no unfilled 
need for new investment, but they also see less need for 
new sources of long-term capital in Pioneer Valley and 
they are more favorably inclined toward banks than 
their fellows with younger managements. 

5. Size of company. The “degree of smallness” of a 
company, as measured by the number of its employees, 
evidently has only a minor influence upon the financial 
attitudes of its chief executives (see accompanying 
table for the size distribution of firms in the sample). 
The smallest concerns stressed particularly their unsatis- 
fied needs for long-term loans, but the same was also 
true for the companies with from 25 to 49 employees. 
The use of bank loans did not vary significantly among 
the size groups, though the attitude toward banks was 
appreciably more favorable in the firms with fewer than 
ten employees. None of the smallest companies opposed 
bank borrowing on principle, while each other group 
contained one or more firms that refused to borrow, and 
the smallest companies complained less about the 
toughness or conservatism of bankers. 

6. Type of product. The financial needs and opinions 
of the manufacturers of durable and nondurable goods 
were almost identical. For example, 17 per cent of the 
30 producers of nondurable products reported that 
their present financial needs were not being met, and 
the comparable figure for the 62 producers of durables 
was 18 per cent. The response pattern differed in only 
two particulars. The proportions of hard-goods pro- 
ducers who claimed unsatisfied requirements for new 
investment and who felt that there was a need for more 
long-term capital in Pioneer Valley were more than 
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twice as large as for the producers of soft-goods. 

7. City location. The small number of companies 
interviewed in most of the 18 cities and towns sampled 
makes it impossible to draw definite conclusions about 
differences in financial opinions among the communities 
It appears, however, that unsatisfied current financial 
needs exist in most cities and towns and that there is 
no marked bunching of any specific kind of requirement 
in one or a few communities. Similarly, in most munic- 
ipalities there seem to be some small manufacturers 
who are favorably disposed toward the banks, some who 
are neutral, and some with unfavorable attitudes. 
Furthermore, the minority belief in the need for more 
long-term capital is spread geographically throughout 
Pioneer Valley. On the basis of this sample, any con- 
clusions pertinent to Pioneer Valley as a whole apply 
with almost equal force to all cities and towns in the area. 


Significance of Unsatisfied Needs 


It is clear that unsatisfied financial requirements, 
unfavorable attitudes toward banks, and belief in the 
desirability of new sources of long-term capital in 
Pioneer Valley are more closely associated with a firm’s 
financial history than with its size, age, location, or 
type of product. All six of the companies which reported 
unfilled needs for short-term loans, for example, had 
poor records. Five of them had been in financial dis- 
tress, three were currently unprofitable, and five had 
earned profits in fewer than three fourths of the years 
since 1940 in which they had done business. 

It appears that every manufacturer in the Pioneer 
Valley sample who had a good financial history was able 
to raise the short-term funds needed to operate his 
business. The banks were a major factor in the supply 
of working capital. Six companies had in the past re- 
ceived aid from suppliers, customers, or finance com- 
panies, but only one was receiving such aid in 1950. A 
great many concerns for one reason or another relied 
primarily upon family and friends to supplement the 
company’s own resources. Moreover, only a minority of 
the companies with poor financial records claimed that 
their requirements for short-term loans were not met. 
Many others in the same groups were successful in 
raising funds internally, from private individuals, and 
even from banks. In short, the traditional combination 
of sources of short-term funds was adequate for all but 
six of the 92 firms, and their difficulties in securing 
loans seem to have arisen from their lack of family and 
friends with available funds as well as from their poor 
financial standing with lending institutions. 

The situation was somewhat different for the com- 
panies with requirements for long-term loans and 


SIZE AND AGE OF SURVEYED FIRMS 
IN PIONEER VALLEY 








Number of Number of | Year Number of 
Employees Firms Organized Firms 
0-9 27 1945-1950 27 
10-24 33 | 1941-1944 10 
25-49 19 | 1926-1940 25 
50-99 1 1901-1925 15 
100 or more 1 1900 or before 8 
No answer pee No answer 7 
Total 92 | 92 
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original investment. Five of the 14 concerns which re- 
ported needs of those types stated that they were cur- 
rently profitable, that they had never had financial 
difficulties, and that their profit records were good. 
Similarly, several of the concerns which felt that 
Pioneer Valley needed new sources of capital had been 
free of financial distress and had long histories of 
profitable operations. In some instances, banks had 
made long-term loans or firms had mortgaged their 
properties, but most firms were relying on internal 
sources and private individuals for their original and 
long-term requirements. Fourteen of the 92 companies 
in the sample indicated that the traditional sources 
were inadequate to meet those needs, and seven others 
saw a similar need for the Valley as a whole. 

Even though some of the stated long-term needs 
undoubtedly resulted from inadequate initial capital- 
ization, the group with such views was too large to 
dismiss lightly. Taxes and increased prices have made 
it more difficult for manufacturers to finance modern- 
ization or expansion out of retained earnings or from 
private sources. The need in many instances is real. 
For example, a small tool company reported that it 
had met its past needs by short-term loans from a bank. 
“The problem today,” the manager is reported as say- 
ing, “is getting long-term loans for equipment. National 
banks are unable to arrange long-term loans, and federal 
tax problems combined with low earnings by the corpora- 
tion tend to discourage the investment of private 
capital if it were available. In order to compete with 
larger concerns on a price basis, we must have more 
new equipment.” 

Another metalworking concern reported that the 
company started small in 1937 and grew from within 
for the first ten years of its existence. After World 
War II, capital for expansion was secured from an in- 
dividual on a four-year loan. That loan apparently 
put the company on a sound and expanded basis. The 
owner of the company did not himself have any im- 
mediate need for financing. He expressed the opinion, 
however, based on his experience in Pioneer Valley, 
that “If you are in trouble or if you want venture 
capital, there is no agency that I know of to help a 
small business.” 


Need 

On the basis of this study, there is a need for some 
new institution or arrangement which can make both 
venture capital and capital for the expansion of relative- 
ly new businesses more readily available in Pioneer 
Valley. Several concerns made specific suggestions for 
the pooling of risk capital in the area to aid in the 
expansion and modernization of small manufacturers. 
The ideas ranged from subscriptions collected among 
small manufacturers themselves to bank pools. A 
number were similar in nature to the Development 
Credit Corporation of Maine, in which financial in- 
stitutions provide most of the lending power with a 
cushion of private equity capital. 

The banks received both bouquets and brickbats for 
their lending policies. Some concerns saw no short- 
comings at all, while others expressed violent opposi- 


Survey Indicates 


2For a description and discussion of the Development Credit Corporation of 
Maine, see the Monthly Review for January 1951. 


MARE 


tion. The responses suggest that frequently the policies 
of banks vary widely within the same city. Two banks 
were mentioned several times as alert and progressive 
and good to deal with when a company needs real help 
and advice. The respondents also singled out other 
banks for specific criticism. 

Many companies which now receive bank loans were 
denied credit during their earlier years. In some in- 
stances, small concerns reported that bank refusals 
retarded their growth, and in others the owners were 
compelled to rely more heavily than they wished upon 
family and friends. A few manufacturers were so embit- 
tered by their early experiences with banks that they 
now refuse to deal with banks at all, even though the 
company as well as the bank might benefit by the 
establishment of a line of credit. 


Conclusions 

On the basis of the opinions of participants in this 
study, the following conclusions seem justified for 
small manufacturers in Pioneer Valley: 

1. More than half of the companies rely either 
through preference or necessity upon internal funds, 
owners, management, friends, or relatives of the owners 
for all their financing needs. 

2. About one fourth of the companies believe that 
Pioneer Valley has a definite need for more readily 
available financing of one or more types, either for 
themselves or for other producers. 

3. The need is particularly great for a larger supply 
of venture capital and capital for expansion. 

4, There appears to be need for a management con- 
sulting service to aid managements to improve them- 
selves. 

5. While commercial banks satisfactorily serve most 
small industrial firms, especially for short-term loans, 
the wide variation in bank policy and practice ap- 
parently handicaps some responsible companies. 


Recommendations by Association 


The Industrial Committee of the Pioneer Valley 
Association and the Association officers make the fol- 
lowing recommendations: ® 

1. The Valley should consider the establishment of 
an organization to provide venture capital and expan- 
sion capital to small manufacturers in the area. The 
organization and operation of the Development Credit 
Corporation of Maine and of similar organizations and 
proposals should be studied to that end. 

2. Because of the vital importance of the commercial 
banks in providing credit for the current needs of in- 
dustry, and because the terms and conditions of banks 
are not always clearly understood by small companies, 
a folder should be prepared by the Industrial Committee 
of the Pioneer Valley Association setting forth in 
simple language the credit functions and responsibili- 
ties of banks and their normal loan requirements. The 
folders should be distributed to borrowers and prospec- 
tive borrowers to improve working relations between 
the banks and their customers. 

3. The possibilities for establishing a management 
consulting service for small manufacturers in Pioneer 
Valley should be investigated. 


SAll actions recommended are already under way. 
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PRICE NEWS 


THe FEDERAL GOVERNMENT instituted controls in late 
January which began to restrain the steady advance in 
prices. The General Ceiling Price Regulation was 
followed by several more regulations and supplements 
which adjusted prices downward or upward in relation 
to those which prevailed during the base period. Some 
dollars-and-cents ceilings were set. 

The impact of government regulations on the price 
level is not fully reflected in current statistics. Many 
commodity markets closed after the price freeze, pend- 
ing clarification or revision of the order. The Bureau of 
Labor Statistics had to use several last-reported-trans- 
action prices in computing indexes. 

Weather conditions, international developments, and 
scattered consumer resistance also influenced price 
changes. The result was a leveling-off of the B.L.S. 
weekly wholesale price index during the week of Febru- 
ary 20, after 18 consecutive weeks of advance. The week 
of February 27 brought a slight decline in that index, 
although it still stood 17 per cent higher than in the 
May 24-June 24 period of 1950. 

Prices in spot markets and exchanges, as measured 
by the 28-Commodity Index, continued upward after 
the freeze and reached a high in mid-February, 47 per 
cent above the pre-horea level. The prices of basic 
commodities had declined somewhat by early March. 

The Boston Consumers’ Price Index climbed 1.8 per 
cent from December to January and reached a level 
almost five per cent higher than in June. The recent 
increase reflected many basic price changes which 
occurred before the freeze, but relaxations in the general 
ceiling and sharp advances in food prices resulted in a 
further rise in the index for February. 
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ENGLAND ComPANIEs received $487 million in 
“unclassified” defense contracts between July 13, 1950, 
and February 28, 1951, according to data of the United 
States Department of Commerce. That amount was 
almost exactly ten per cent of the national total of 
similar contracts for the same period. During World War 
II, the region held 9.1 per cent of all prime contracts for 
war production. 

In addition to the unclassified contracts, producers 
in the region have received a large volume of subcon- 
tracts and contracts about which no information is re- 
leased for security reasons. In all, New England manu- 
facturers are probably working on well over a billion 
dollars worth of defense production. While that amount 
is but a small fraction of the $17.9 billion in war con- 
tracts received by New England producers from June 
1940 to June 1945, it is already having a marked effect 
on some segments of the regional economy. 

The rate of unclassified contract placements in the 
region rose from about two million dollars a week in 
July and August of 1950 to about ten million dollars a 
week in September. That average was maintained until 
the end of January 1951. A tremendous burst of pro- 
curement which started in February will push the rate 
of defense production in New England to considerably 
higher levels in coming months. Unclassified awards in 
that month alone amounted to $264 million. 

\ product analysis of awards announced by the De- 
partment of Commerce aids in evaluating the impact 
of defense spending on New England, even though it ex- 
cludes subcontracts and contracts classified for security 
reasons. Orders for textile products, mostly woolen and 
worsted goods, amounted to $258 million at the end of 
February. They were more than half of all unclassified 
orders in the region. Apparel and other fabricated 
textiles added another $25 million. 

The second largest block of unclassified contracts 
($64.6 million) awarded to New England manufac- 
turers during the present defense period has gone to pro- 
ducers of electrical apparatus, particularly for insulated 
wire and communications equipment. Other major cate- 
gories of unclassified awards for the eight-month period 
are transportation equipment (largely aircraft parts and 
ships), $29 million; leather and footwear, $23 million; 
and rubber products, $20 million. The relative im- 
portance of milit ary procurement of metal products can 
be expected to rise as the defense effort continues, and 
of course security restrictions apply much more fre- 
quently to metal products. 

As a result of the heavy orders for textile products, 
Massachusetts producers have received 45 per cent of 
all New England orders included in this summary 
through February 28. Firms in Connecticut and Rhode 
Island hold about 23 per cent and 16 per cent of the 
contracts, respectively. Maine, New Hampshire, and 
Vermont divide the other 16 per cent, in that order. 
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Defense Production Stimulates Business 


NEW ENGLAND MANUFACTURERS are actively seeking 
defense work in an effort to keep their production high 
and steady. Plants with the largest proportions of mili- 
tary orders will apparently have the fewest worries 
about raw materials, production schedules, and the cost- 
price squeeze. Large firms have recently been awarded 
substantial defense orders, but small firms which could 
participate as subcontractors are finding it more diffi- 
cult to obtain military business. 

Production, new orders, and inventories in New Eng- 
land continued to expand in February, according to the 
latest report of the New England Purchasing Agents 
Association. Productive inventories tended to rise again 
as manufacturers stocked up on raw materials. Purchas- 
ing agents also reported that commodity prices inched 
upward despite the freeze. A majority of the respond- 
ents continued to buy for periods of two to three months 
in the future. 

By early March serious raw material shortages were 
still isolated cases in New England, although it was 
becoming increasingly difficult to secure certain critical 
materials even with DO priority orders. Unemployment 
as a result of shortages remained low, even though some 
textile mills reported wool shortages before the work 
stoppage in February interrupted production and de- 
spite layoffs in the jewelry industry. A shortage of non- 
ferrous metals in late February also caused reduced 
employment in the brass industry, but soon afterward 
the National Production Authority announced an eas- 
ing of scheduled curbs on the use of copper. 

The only sharp rise in unemployment during 1951 
occurred during the first few weeks of the year. Seasonal 
declines and closings for taking inventory contributed 
to the layoffs. New claims for unemployment insur- 
ance, however, dropped subsequently and continued at 
a low level through February 24. Unemployment in New 
England during February was 58 per cent lower than 
the year-ago level, as measured by continued claims for 
unemployment insurance. Construction work remained 
at a low ebb during the severe weather in January and 
February, but the larger number of unemployment 
claims attributed to that industry were apparently 
more than offset as manufacturing conditions im- 
proved throughout the region. 

The combined volume of orders received by manu- 
facturers in Massachusetts rose 11 per cent in January 
from the December level, according to the Associated 
Industries of Massachusetts. All of the durable-goods 
groups, except electrical equipment, chalked up sub- 
stantial increases, and most nondurables also expanded. 

Many textile mills temporarily stopped selling for 
future delivery after the price freeze. The subsequent 
exemption from the freeze of woolen and worsted fabrics 
for military use opened the way to production for huge 
government orders when labor and management had 
settled their differences of opinion. The establishment 
of price ceilings on raw cotton and cotton futures in 
early March brought the cotton-rayon mills back into 
the market for the sale of finished goods in the second 


quarter. Much of that industry, however, also faced a 
work stoppage at mid-March. 

Orders for leather and shoes in Massachusetts de- 
clined in January from the December figure but were 
still seven per cent higher than in January 1950. Shoe 
manufacturers in New England received substantial 
defense orders during February, and the military pro- 
curement program was apparently being carried out 
successfully. Nevertheless, there were allegations that 
government action had tied up the nation’s hide supply, 
and both tanners and shoe manufacturers were said to 
be in a cost quandary while awaiting detailed dollars- 
and-cents ceiling prices on hides. 

The value of construction contract awards in New 
England during February totaled $65 million, according 
to the F. W. Dodge Corporation. Awards rose 34 per 
cent from the January total and stood 33 per cent 
higher than year-ago levels. The residential component 
rose slightly above last February’s figure, while non- 
residential awards soared 132 per cent. Nonresidential 
construction contracts accounted for about one half of 
total awards this February compared to about one 
quarter a year ago. 

The January upsurge of consumer buying subsided 
in February, but dollar sales remained above the levels 
of a year ago. Total retail sales in January were 26 to 
37 per cent more than those in January last year among 
various areas in New England, according to the Bureau 
of the Census. The year-to-year increase in the region’s 
department store sales in January was 31 per cent. The 
percentage increase slid back to 12 per cent in Febru- 
ary, and probably reflected a lack of buying urgency be- 
cause of past purchases, adequate inventories in the 
stores, and less reason to anticipate price increases. 

All departments of New England department stores 
recorded significant year-to-year percentage increases 
in sales during January. Women’s and misses’ apparel, 
accessories, and men’s and boys’ wear moved ahead 
relatively faster in February prior to the Easter season, 
and durable goods lagged behind. Soft goods, especially 
textiles, returned to the center of the stage. 
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Industrial production reached a postwar record level 
in January. The index stood 10 per cent higher than in 
June, and 20 per cent above that in January 1950. 
Production activity leveled out in February partly 
because of railroad and wool-textile stoppages. 
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Business and agricultural loans expanded steadily in 
N. E. from April 1950 to February 1951. The rate of 
increase slowed down in late 1950, but accelerated in 
the first two months of 1951. In February these loans 
stood 43.5 per cent above the level a year ago. 
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Spinning activity in New England cotton mills during 
January exceeded that for any month since March 
1948. Active spindle hours in January 1951 were 26 
per cent above the level of December 1950, and were 
38 per cent higher than in January 1950. 
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CONSTRUCTION CONTRACTS IN NEW ENGLAND 
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The value of private construction awards in N. E. 
rose 62 per cent this Feb. over the year-ago level. 
Consequently, even though the dollar value of public 
awards rose slightly, their relative importance in the to- 
tal declined by 25 per cent from Feb. 1950 to Feb. 1951. 
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Initial claims for unemployme % insurance, a measure 
of new unemployment in N. E., dropped 32 per cent 
from Jan. to Feb. and were about 34 per cent lower 
than in Feb. 1950. Continued claims in Feb. were 21 
per cent below the level of the previous month. 


N. E.’s SHARE OF U. S. SHOE PRODUCTION 
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New England’s share of U. S. shoe production was 
slightly lower in 1950 than in 1949; the share of 
Massac husetts declined 3 per cent and New Hamp- 
shire | per cent, while shoe producers in Maine im- 
proved their relative position by more than 5 per cent. 





